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QUESTIONS PRESENTED

1. Whether the Federal Circuit erred in applying the legal
standard governing the issuance of a permanent injunction
after a finding of patent infringement.

2. Whether this Court should reconsider its precedents,
including Continental Paper Bag Co. v. Eastern Paper Bag
Co., 210 U.S. 405 (1908), on when it is appropriate to grant an
injunction against a patent infringer.
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INTEREST OF THE UNITED STATES

The United States has a strong interest, encompassing a
variety of perspectives, in the scope of judicial remedies for
patent infringement. Pursuant to the Patent Clause of the
Constitution, U.S. Const. Art. I, § 8, Cl. 8 Congress has
charged the United States Patent and Trademark Office
(PTO), an agency of the Department of Commerce, with re[]
sponsibility for examining patent applications, issuing pat[]
ents, and advising the President on domestic and internal]
tional issues of patent policy. See 35 U.S.C. 1 et seq. The
United States is regularly engaged in litigation over the valid[]
ity and scope of patents, sometimes as a patent holder but
more commonly as a defendant in infringement actions. Al[]
though the United States (as well as its agents and contrac[]
tors) is not subject to injunctive relief for patent infringe[]
ment, see 28 U.S.C. 1498(a), it may seek such relief as a pat[]
ent holder. Furthermore, the United States has entered into

oy
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international agreements that address remedies for patent
infringement. See, e.g., Agreement on Trade-Related Aspects
of Intellectual Property Rights, Dec. 15, 1993, arts. 28, 31, 33
I.L.M. 81, 94, 95 (TRIPS Agreement) (defining minimum
rights of patent holders and restricting compulsory licensing).
And because the grant or denial of patent injunctions may
directly affect competition and innovation in the marketplace,
this case implicates questions of core concern to both the Fed[]
eral Trade Commission (FTC) and the Antitrust Division of
the United States Department of Justice.'

STATEMENT

Respondent MercExchange, L.L.C. sued petitioners eBay
Inc. and Half.com, Inc., in the United States District Court
for the Eastern District of Virginia, alleging, among other
things, willful infringement of U.S. Patent No. 5,845,265 (265
patent), involving the marketing of goods through an elec[]
tronic network. See Pet. App. 1la. A jury returned a verdict
upholding the validity of the ’265 patent and finding that peti[]
tioners had willfully infringed that patent and a related pat[]
ent, and it awarded $35 million in damages. See id. at 2a, 29a.
The district court reduced the damage award to $29.5 million
and declined to impose permanent injunctive relief. See id.
3a, 5la, 73a. On cross-appeals, the Federal Circuit affirmed
in part, reversed in part, vacated in part, and remanded for
further proceedings. See id. at 3a, 28a. In particular, the
court of appeals reversed the district court’s denial of a per-

! See generally, FTC, To Promote Innovation: The Proper Balance of
Competition and Patent Law and Policy (Oct. 2003) (F'TC Report) <http://
www.fte.gov/0s/2003/10/innovationrpt.pdf>; Office of the Attorney General,
U.S. Dep't of Justice, Report of the Department of Justice’s Task Force on
Intellectual Property (Oct. 2004) <http://www.usdoj.gov/olp/ ip_task_force
report.pdf>; U.S. Dep’t of Justice & FTC, Antitrust Guidelines for the
Licensing of Intellectual Property (Apr. 6, 1995) (Licensing Guidelines),
reprinted in 4 Trade Reg. Rep. (CCH) 20,733 (1995) <http://www.usdoj.gov/
atr/public/guidelines/0558.pdf>.
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manent injunction and remanded that matter for further pro[]
ceedings. Ibid.

A. The Statutory Remedies For Patent Infringement

The Patent Clause of the Constitution empowers Congress
“[t]o promote the Progress of Science and useful Arts, by
securing for limited Times to * * * Inventors the exclusive
Right to their * * * Discoveries.” U.S. Const. Art. 1, § 8, CL
8. Congress has implemented the Patent Clause through stat[]
utory enactments, commonly known as the Patent Acts, that
have set out the conditions for obtaining a patent.”

The Patent Act of 1952, as amended, provides the cur(]
rently controlling law governing the issuance of patents. See
35 U.S.C. 1 et seq. The Patent Act confers on a patent recipi[]
ent, “[a]s a reward for inventions and to encourage their dis[]
closure,” Universal Oil Prods. Co. v. Globe Oil & Refining
Co., 322 U.S. 471, 484 (1944), the “right to exclude others from
making, using, offering for sale, or selling the invention
throughout the United States.” 35 U.S.C. 154(a)(1). To pro[]
tect and enforce that right, the Patent Act further provides
that the patentee “shall have remedy by civil action for in[]
fringement of his patent.” 35 U.S.C. 281. The Patent Act
guarantees to prevailing patentees “damages adequate to
compensate for the infringement,” which “in no event [shall
be] less than a reasonable royalty for the use made of the
invention by the infringer,” and which may, in appropriate
cases, be multiplied up to three times. 35 U.S.C. 284. The
successful patentee is entitled to costs and interest as a mat[]
ter of course, ibid., and, “in exceptional cases,” may recover
reasonable attorney fees, 35 U.S.C. 285.

Z See, e.g., Patent Act of 1790, ch. 7, 1 Stat. 109; Patent Act of 1793, ch. 11,
1 Stat. 318; Patent Act of 1836, ch. 357, 5 Stat. 117; Patent Act of 1839, ch. 88,
5 Stat. 353; Patent Act of 1870, ch. 230, 16 Stat. 198; Patent Act of 1939, ch. 450,
53 Stat. 1212; Patent Act of 1952, ch. 950, 66 Stat. 792.
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The Patent Act also authorizes the district courts to pro[]
tect a patentee’s rights through injunctive relief. 35 U.S.C.
283. Congress first authorized injunctive relief as a permissi[]
ble remedy for patent infringement more than 185 years ago,
providing that the federal courts adjudicating patent disputes
“shall have authority to grant injunctions according to the
course and principles of courts of equity.” Act of Feb. 15,
1819, ch. 19, 3 Stat. 481. Although Congress has regularly
revisited the patent laws, it has left that grant of equity juris[]
diction essentially unchanged.®? In its current iteration,
adopted in 1952, the Patent Act authorizes district courts to
grant injunctive relief in the following terms:

The several courts having jurisdiction of cases under this
title may grant injunctions in accordance with the prinei[]
ples of equity to prevent the violation of any right secured
by patent, on such terms as the court deems reasonable.

35 U.S.C. 283.
B. The Proceedings Below

1. Following lengthy pretrial proceedings and a five-week
trial in which the jury found, among other things, that
MercExchange’s ’265 patent was valid and had been willfully
infringed by petitioners, the district court considered post[]
trial motions, including MercExchange’s request under 35

% See, e.g., Patent Act of 1836, ch. 357, § 17, 5 Stat. 117 (“courts shall have
power, upon bill in equity filed by any party aggrieved * * * to grant
injunctions, according to the course and principles of courts of equity”); Patent
Act of 1870, ch. 230, § 55, 16 Stat. 206 (“the court shall have power, upon bill in
equity filed by any party aggrieved, to grant injunctions according to the
course and principles of courts of equity”); Patent Act of 1897, ch. 391, § 6, 29
Stat. 694 (“The several courts vested with jurisdiction of cases arising under
the patent laws shall have power to grant injunctions according to the course
and principles of equity, to prevent the violation of any right secured by patent,
on such terms as the court may deem reasonable.”); Patent Act of 1922, ch. 58,
§ 8, 42 Stat. 392 (same); Patent Act of 1946, ch. 726, 60 Stat. 778 (same).
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U.S.C. 283 for injunctive relief. See Pet. App. 2a-3a, 29a-74a.
The district court denied MercExchange’s request for a per[]
manent injunction. /d. at 52a-59a.

The district court stated that, under Federal Circuit case
law, “an injunection should issue once infringement has been
established unless there is sufficient reason for denying it.”
Pet. App. 52a (citing W.L. Gore & Assocs. v. Garlock, Inc., 842
F.2d 1275, 1281 (Fed. Cir. 1988)). The district court neverthe[]
less recognized that “the decision to grant or deny injunctive
relief remains within the discretion of the trial judge,” ibid.,
and it separately analyzed the four factors that traditionally
govern equitable relief: (1) the likelihood of irreparable in[]
jury; (2) the inadequacy of legal remedies; (3) the balance of
hardship between the parties; and (4) and the public interest,
1d. at 53a (citing Odetics, Inc. v. Storage Tech. Corp., 14 F.
Supp. 2d 785, 794 (E.D. Va. 1998), aff’d, 185 F.3d 1259 (Fed.
Cir. 1999)). See generally Weinberger v. Romero-Barcelo, 456
U.S. 305, 312-313 (1982).

The district court concluded that the “irreparable harm”
factor counseled against issuing an injunction. Pet. App. 53a[]
55a. The court stated that, because MercExchange had estab[]
lished both the validity of its patent and the likelihood of con[]
tinuing infringement, “immediate irreparable harm is pre[]
sumed.” Id. at 53a (quoting Odetics, 14 F. Supp. 2d at 794,
and Smath Int’l, Inc. v. Hughes Tool Co., 718 F.2d 1573, 1581
(Fed. Cir.), cert. denied, 464 U.S. 996 (1983)). The court con[]
cluded, however, that petitioners had adduced sufficient evi[]
dence at trial to overcome that presumption, reasoning that
“the evidence of [MercExchange’s] willingness to license its
patents, its lack of commercial activity in practicing the pat[]
ents, and its comments to the media as to its intent [to seek
monetary compensation rather than an injunction] are suffi[]
cient to rebut the presumption that [MercExchange] will sufl]
fer irreparable harm if an injunction does not issue.” Id. at
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5ba." The district court correspondingly determined that
MercExchange had an adequate remedy at law, emphasizing
that MercExchange had “licensed its patents to others in the
past and has indicated its willingness to license the patents to
[petitioners]” as well. Id. at 55a-56a.

The district court concluded that the “public interest”
considerations were in equipoise. Pet. App. 56a-58a. The
court stated that the public interest in maintaining the integ[]
rity of the patent system usually favors equitable enforcement
of a patentee’s right to exclude. Id. at 56a. But the court
expressed concern that, in this case, the infringed patents
were so-called “business-method patents,” which the court
described as the subject of “growing concern” to the public.
Id. at 57a. That fact, the court determined, tended to weigh
against the issuance of an injunction, particularly because
MercExchange did not itself practice its patents. Ibid.

The distriet court further concluded that the “balance of
the hardships” favored petitioners. Pet. App. 58a-59a. It
concluded that damages would adequately compensate Merc-
Exchange for any future infringement and that an injunction
would “open[] a Pandora’s box of new problems,” including
“contempt hearing after contempt hearing,” as petitioners
attempted to reconfigure their systems to avoid infringement.
Ibid. The court suggested that future infringement could be
adequately deterred by the prospect of enhanced damages.
Id. at 59a.

2. The court of appeals affirmed the jury’s finding of va[]
lidity and willful infringement of the ’265 patent, but reversed
other aspects of the verdict, which effectively reduced the
award for past damages to $25 million, and remanded for fur-

* The court also noted that MercExchange “never moved this court for a
preliminary injunction”—a factor that, although “certainly not dispositive,”
tended in the district court’s view to undercut the presumption of irreparable
harm. Pet. App. 55a.
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ther proceedings on an infringement claim that the distriet
court had resolved through summary judgment. Pet. App. 1a[]
28a. Most significantly for present purposes, the court of
appeals reversed the district court’s denial of a permanent
injunction. Id. at 3a, 26a-28a.

The court of appeals stated that, “[b]ecause the ‘right to
exclude recognized in a patent is but the essence of the con[]
cept of property,” the general rule is that a permanent injunc[]
tion will issue once infringement and validity have been ad[]
judged.” Pet. App. 26a (quoting Richardson v. Suzuki Motor
Co., 868 F.2d 1226, 1247 (Fed. Cir.), cert. denied, 493 U.S. 853
(1989)). The court acknowledged that district courts “have in
rare instances exercised their discretion to deny injunctive
relief in order to protect the public interest.” Id. at 26a (quot[]
ing Rite-Hite Corp. v. Kelley Co., 56 F.3d 1538, 1547 (Fed.
Cir.), cert. denied, 516 U.S. 867 (1995)). It cited, as an exam[]
ple, the public’s need for use of “an invention to protect the
public health.” Ibid. But it concluded that the district court
“did not provide any persuasive reason to believe this case is
sufficiently exceptional to justify the denial of a permanent
injunction.” Ibid.

The court of appeals examined and rejected each of the
district court’s reasons for denying injunctive relief. “A gen[]
eral concern regarding business-method patents,” the court
explained, cannot justify “the unusual step” of denying a per(]
manent injunction. Pet. App. 26a. Nor was it relevant, the
court added, that future disputes might arise and require
successive contempt hearings: “A continuing dispute of that
sort is not unusual in a patent case, and even absent an in[]
junction, such a dispute would be likely to continue in the
form of successive infringement actions if the patentee be[]
lieved the defendant’s conduct continued to violate its rights.”
Id. at 27a.
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The court of appeals also found nothing significant in the
fact that MercExchange licenses, rather than uses, its pat[]
ents. A patentee’s willingness to negotiate a license, the court
stated, “should not * * * deprive it of the right to an injunc[]
tion to which it would otherwise be entitled.” Pet. App. 27a.
MercExchange was therefore entitled to enforce its statutory
right to exclude, even if only to increase its leverage in license
negotiations. Such leverage, the court stated, “is a natural
consequence of the right to exclude and not an inappropriate
reward to a party that does not intend to compete in the mar[]
ketplace with potential infringers.” Ibid.” Accordingly, the
court of appeals adhered to what it described as “the general
rule that courts will issue permanent injunctions against pat[]
ent infringement absent exceptional circumstances,” and it
reversed the district court’s denial of MercExchange’s motion
for a permanent injunction. /d. at 28a.

SUMMARY OF ARGUMENT

The court of appeals did not accurately articulate in its
opinion the principles governing a patentee’s right to equita[]
ble relief, but that court reached the correct result in revers[]
ing the district court’s denial of MercExchange’s request for
a permanent injunction. The judgment of the court of appeals
should therefore be affirmed.

I. A. The Patent Act of 1952 grants a district court dis[]
cretionary authority to issue injunctive relief to prevent the
continuing infringement of a patent that has been adjudged
valid. See 35 U.S.C. 283. Despite references to a “general

® Additionally, the court held, it was irrelevant that MercExchange had
failed to seek a preliminary injunction, because preliminary and permanent
injunctions “are distinct forms of equitable relief that have different pre[]
requisites and serve entirely different purposes.” Pet. App. 27a-28a (quoting
Lermer Germany GmbH v. Lermer Corp., 94 F.3d 1575, 1577 (Fed. Cir. 1996),
cert. denied, 519 U.S. 1059 (1997)).
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rule” favoring injunctive relief, the Federal Circuit has cor[]
rectly recognized that the district court’s grant of injunctive
relief is discretionary. See Roche Prods., Inc. v. Bolar
Pharm. Co., 733 F.2d 858, 865 (Fed. Cir. 1984), cert. denied,
469 U.S. 856 (1984).

B. The Patent Act’s provision that injunctions shall issue
“in accordance with the principles of equity,” 35 U.S.C. 283,
directs the distriet courts to issue injunctions in accordance
with the familiar four-factor test set out in Weinberger v.
Romero-Barcelo, 456 U.S. 305 (1982). Although the court of
appeals did not recite that four-factor test in reviewing the
district court’s exercise of discretion, that test provides the
appropriate framework for disciplined evaluation of the spe[]
cial considerations that apply to patent claims.

C. Because a patent confers a statutory right to exclude
others from using a patented invention, continuing infringe[]
ment will normally result in irreparable injury that cannot be
adequately compensated by a court-imposed “reasonable roy[]
alty” for future use. Nevertheless, neither the Patent Act nor
this Court’s decisions categorically require injunctive relief.
Irreparable injury and inadequacy of monetary relief will not
be present in every case. Moreover, a district court’s consid[]
eration of the balance of hardships and the public interest
may counsel against injunctive relief in some situations. By
the same token, however, there is no basis for withholding
injunctive relief in response to general concerns about poten[]
tial abuse of the patent system. The decision whether injunc[]
tive relief is appropriate must necessarily turn on the facts of
each case.

D. In this case, although the court of appeals did not in[]
voke the traditional four-factor test, it correctly recognized
that the district court had improperly relied on inappropriate
considerations, which amounted to an abuse of discretion, and
the court of appeals therefore properly reversed the district
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court’s denial of MercExchange’s request for an injunction.
The judgment of the court of appeals should be affirmed, and
the case should return to the distriet court for entry of an
appropriate decree.

II. There is no warrant for this Court to overrule its deci[]
sion in Continental Paper Bag Co. v. Eastern Paper Bag Co.,
210 U.S. 405 (1908), or its other decisions addressing the ap[]
propriateness of granting injunctions in patent cases. The
Court correctly held in Continental Paper Bag that a federal
court may grant a patentee an injunction preventing continu[]
ing infringement even if the patentee has “unreasonab[ly]”
failed to practice its own invention. /d. at 429-430. That hold[]
ing, which preserves an equitable court’s traditional discre[]
tion to grant or withhold relief, subject to review for abuse of
discretion, is consistent with the governing legal principles.

ARGUMENT

I. THE COURT OF APPEALS’ JUDGMENT, WHICH RE[]
VERSED THE DISTRICT COURT’S DENIAL OF THE PAT-
ENTEE’S MOTION FOR A PERMANENT INJUNCTION,
SHOULD BE AFFIRMED

Petitioners argue that the Federal Circuit has adopted a
“nearly-automatic injunction rule” (Pet. Br. 17, 26-28), has
prevented the district courts from exercising their traditional
equitable discretion in determining whether an injunction is
appropriate in patent cases (id. at 20-26), and has applied an
inappropriately demanding standard of review in place of the
familiar abuse of discretion standard (id. at 28-41). The Fed[]
eral Circuit’s patent decisions have correctly recognized that
injunctions issue as a matter of discretion, not as of right. At
the same time, however, the court of appeals’ opinion in this
case does not acknowledge or articulate the traditional princi[]
ples that govern the issuance of permanent injunctions. Pat[]
ent litigants and the lower courts accordingly would benefit
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from this Court’s recapitulation of the controlling principles
in light of the important consequences of patent litigation for
competitiveness and technological progress. Application of
those controlling principles supports issuance of an injunction
in this case, and the judgment below should therefore be aff]
firmed.

A. Section 283 Of The Patent Act Grants District Courts
Discretionary Authority To Issue A Permanent Injunc[]
tion As A Remedy For Patent Infringement

Petitioners and their amici are correct in construing Sec[]
tion 283 of the Patent Act to confer discretionary authority on
district courts to grant injunctive relief as a remedy for pat[]
ent infringement. The plain terms of Section 283, which pro[]
vide that courts adjudicating patent disputes “may grant in[]
junctions in accordance with the principles of equity,” fore[]
close any other construction.® When Congress enacted Sec[]
tion 283, it did so against the backdrop of this Court’s consis[]
tent statements that the similarly worded predecessor stat-

5 See Jama v. ICE, 543 U.S. 335, 346 (2005) (“The word ‘may’ customarily
connotes discretion.”); Haig v. Agee, 453 U.S. 280, 294 n.26 (1981) (“‘[M]ay’
expressly recognizes substantial discretion.”). Compare 35 U.S.C. 283, with 35
U.S.C. 284 (the court “shall award the claimant damages”) (emphasis added).
Indeed, even less permissive language would not be construed to deprive dis[]
trict courts of their traditional equitable discretion. See United States v.
Oakland Cannabis Buyers’ Coop., 532 U.S. 483, 496 (2001) (“[WThen district
courts are properly acting as courts of equity, they have discretion unless a
statute clearly provides otherwise.”); Weinbergerv. Romero-Barcelo, 456 U.S.
305, 313 (1982) (“Congress may intervene and guide or control the exercise of
the court’s discretion, but we do not lightly assume that Congress has intended
to depart from established principles.”); Amoco Prod. Co. v. Village of Gambell,
480 U.S. 531, 544 (1987) (injunctive relief discretionary in absence of “clear
indication” that Congress “intended to deny federal district courts their tradif]
tional equitable discretion”).
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utes, see pp. 3-4, supra, conferred equitable discretion.” The
Federal Circuit has emphatically expressed its correct under[]
standing that Section 283 preserves that discretion:

Section 283, by its terms, clearly makes the issuance of an
injunction discretionary: the court “may grant” relief “in
accordance with the principles of equity.” The trial court
thus has considerable discretion in determining whether
the facts of a situation require it to issue an injunction.

Roche Prods., Inc. v. Bolar Pharm. Co., 733 F.2d 858, 865
(Fed. Cir.), cert. denied, 469 U.S. 856 (1984).

Since its decision in Roche Products, however, the Federal
Circuit has stated on several occasions—including the case
below—that, as a “general rule,” a patentee that establishes
the validity of its patent and the fact of infringement is enti[]
tled to a permanent injunction prohibiting future infringe[]
ment. Pet. App. 26a; see, e.g., Richardson v. Suzuki Motor
Co., 868 F.2d 1226, 1247 (Fed. Cir.) (“It is the general rule
that an injunction will issue when infringement has been ad[]
judged, absent a sound reason for denying it.”), cert. denied,
493 U.S. 853 (1989). The court below also referred to “the
general rule that courts will issue permanent injunctions
against patent infringement absent exceptional circum[]
stances.” Pet. App. 28a. Construed as enunciations of the
governing legal rule, those statements would be erroneous; no
“general rule” mandates injunctive relief in patent cases. The
statements fare better, however, as descriptions of how the

" See Parks v. Booth, 102 U.S. 96, 97 (1880) (“Federal courts vested with
jurisdiction [upon a bill in equity] have power, in their discretion, to grant
injunctions to prevent the violation of any right secured by a patent, as in other
cases of equity cognizance.”); see also Rice & Adams Corp. v. Lathrop,278 U.S.
509, 514 (1929) (discretion in issuing interlocutory injunction); Keyes v. Eureka
Consol. Min. Co., 158 U.S. 150 (1895) (denying injunction on equitable
grounds); Lane & Bodley Co. v. Locke, 150 U.S. 193, 200-201 (1893) (same);
Root v. Railway Co., 105 U.S. 189, 191-194 (1881) (describing the early Ameri[]
can history of injunctive relief in patent disputes).
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